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KEY ECONOMIC INDICATORS : BERMUDA (EXHIBIT 1) 





All Values in Million U.S. $ Exchange Rate : 
unless otherwise stated, U.S. $1.00 = B. $1.00 through June 30, 1971 
U.S. $1.00 = B. $0.93 as of December 31, 1971. 










Comulative %Change ' Annual 
1970(1) ; 1971(1) C/B | Growth 







































Employment (Dec) No. persons employ ed(3) 24,700; 25,000 N 
Unemployment Rate (4) e N. ed 
Tourists (year)(s5) (No. persons) 370,920 |388,914 412,947 6.2% See D 
Regular Visitors (year), (No. persons) 280,987 | 302,776 319,310 5.5% eke 
Cruise Passengers (year)(" wep Sas 86, 138 93,637 8.7% isi 
Registered Accommodation for Visitors 
(Number of beds) (Dec) 6,250(6) 6,840 7, 846 
Rate of Occupancy (percent) N.A. N.A, 73% 
Estimated Value of Tourist Trade (year) |_ $66. 0 | $72.8 N.A, 
Government Expenditures (7) $35.6 , $37.4 $45.4 
| 
IMONEY AND PRICES ; 
Money Supply (Dec 31) 450.73 ‘551.39 N.A. 
Currency Notes & Coin 8.60(g) 9.98  —sN.A. 
Demand Time & Savings Deposits 442.13 541.41 N.A. 
Public Debt Outstanding (Dec 31) 0.53 D.e8 N.A. Tks 
External Debt _NOT AVAILABLE = 
Interest Rates (Organization) iNOT AVAILABLE 
Indices : (Base Year) = 100,(date of data) 
Consumer's Price (1961) (Dec) (9) 131.7 | 141.0 156. 1 





ALANCE OF PAYMENTS AND TRADE 

















old & Foreign Exch. Reserves (Dec) 25.7 | ace N.A N.A 

Balance of Payments |NOT KNOWN 

Balance of Trade +/- 104. 2 N.A. ie 8 

Exports. FOB()1) 0.91 N.A, N.A. | 
U.S. Share} 1) 0. 19 0.22 N.A. N.A. | 

mports. FOB(11) 85.5 99.6 N.A. N.A. ; 
U.S. Share (11) 37.0 44.7 N.A. N.A. 


(See next page for footnotes) 


10. 


ll. 


Calendar year except as noted. Fiscal years from April 1 of stated 
year to March 31 of following year (i.e. 1970FY = 4/1/70 - 3/31/71). 


No GNP or Investment figures available. No meaningful industrial production. 
No production, productivity, or wage indices kept; no national or personal income 
figures known, 


Employment figures estimates only. For 1971, 9,626 were non-Bermudians 
("expatriates") with work permits. Of these ConGen estimates 65% Commonwealth, 
9% U.S., 10% Azoreans, 16% others (mainly European hotel workers) on basis 
permits issued 1969, 70 and'71. 


Negative in sense that there are more registered jobs available than Bermudians 
available to fill them. Bermudians without work, of whom there are unquantified 
but not large numbers, are usually either changing jobs or else only marginally 
employable. GOB Employment Office statistics for calendar year 1971: job 
openings registered, adult, 1,256; filled, 502. 


Percentage of Tourists from USA 





1969 1970 1971 
Total 87.1% 87.2% 87.9% 
"Regular Visitors" 83. 6% 84.5% 85.4% 


Figure for 1969 estimated, prior to passage of Hotel (Licensing and Control) Act 
that year. Thereafter all accommodations for six or more paying guests have 
been licensed. Figures for 1970 and 1971 are for number of licensed beds. 


For 1969 FY : Actual Expenditures January 1, 1969 - March 31, 1970 (fifteen 
months, due to change in GOB Fiscal Year). 

For 1970 FY : Actual Expenditures. For 1971 FY : Approved Estimate. 

No figures for coin, 1969. 

No other indices kept. 

1971 index is for November. 

Export and Import Figures 1969, Calendar Year; 1970, Fiscal Year. No figures 


provided in this report for 3 months, January 1, 1970 to March 31, 1970, because 
apparently no significant variations from rates shown for previous 12 months. 


SOURCES: GOB Financial Secretary's Office; GOB Department of Tourism and Trade 
Development; GOB Annual Reports for 1969 and 1970. 
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SUMMARY : 


Bermuda's relatively stable social and political situation is complemented by and 

is believed to be partly dependent upon the buoyancy of its economy, which continued 
through 1971. Tourism, largely from the United States, by far the largest sector 
of the local economy, continued to grow in 1971 as it did in 1970; the rate of growth, 
however, was substantially less than that of the burgeoning years 1968 and 1969. 
That growth produced an excessive boom in 1969 and 1970 which now appears to have 
topped out, and there is beginning to be some softness in construction. But the 
immediate outlook is for a continuing steady absolute increase in Bermuda's traditional 
importation of all types of consumer goods, and many light capital items, with the 
United States still the preferred supplier for every item we can land here at a 
reasonable cost. 








CURRENT ECONOMIC SITUATION AND TRENDS 


As the gaps in information in Exhibit 1 indicate, Bermuda has until the recent 

past not felt the need to quantify its economic situation for public consumption 

or, indeed, for the information of its government. With the coming of responsible 
internal self-government in 1968 and with the economic boom, 1969-70, however, 
the need for forward economic planning became sufficiently plain so that an effort 

to essemble data on a more detailed, accurate and open basis has begun. An 
Economist has been appointed in the Financial Secretary's office and the Government 
Statistician has been given a series of economic surveys to carry out in addition 

to the decennial census of October 1970. Results of all this work, including the 


Census, are expected to begin making their published appearance in the late spring 
of 1972. 


Even the meager figures available, which appear in Exhibit 1, do show that the 

most important sector of Bermuda's economy, Tourism, has made a remarkably 
steady advance, though at a reduced rate of growth, through the U.S. economic 
difficulties of 1970-71. The reduction in the growth rate, however, has caused 
concern in Bermuda because the building of additional tourist accommodations had 
not, through 1971, slowed correspondingly. The hotel business remains healthy, 

but slightly lower occupancy rates have had to be accepted and it is at present doubtful 
whether the total number of additional tourist beds authorized by the Planning 
Department through 1975 (2, 412) will in fact be added to the present capacity of 7, 846 
before the end of 1975. 


Other sectors of the local building industry (office, retail-shop and housing construction) 
have also experienced for Bermuda an unprecedented boom. This was fed not only by 
the growth in tourism but by the simultaneous, though only coincidental, increase in 

the number of offshore companies ("Exempted Companies" in Bermuda parlance) 
establishing headquarters here. All phases of this construction boom except non-luxury 
housing now appear to have passed their peak. 


As the Government Expenditure figures would lead one to surmise, government 

activities -- especially in the fields of education, heal th, welfare, and youth activities -- 
have been increasing steadily since 1968. These are to be further expanded in 1972 FY: 
the new budget, just passed by the lower house of Parliament, calls for expenditures 

of B$48.4 million (US$53 million). This budget also calls for a further loan to be floated 
in 1972 for B$4.8 million. The proceeds, as was the case with a similar loan in 1970, 
are going for capital projects, principally for schools and for some of the initial funds 
required by the government's lower-middle-income housing projects. 


In sum, the Bermuda economy is still buoyant, but the extreme boom conditions of 1969 
and 1970 have begun to ease. 


IMPLICATIONS FOR THE UNITED STATES 


As shown in Exhibit 2, the United States participates significantly in nearly every 
type of import into Bermuda. The only major areas of low participation by US 
exports are Transportation Equipment (Land), 7.6% of total 1970 FY imports of 
$4.90 million; and POL, 10.9% of $5.82 million. Inthe former case, US auto 
companies simply do not make in the US passenger cars that fit within Bermuda's 
size and horsepower limitations, contenting themselves instead with exporting 

to Bermuda their European-made products; in the latter case, the U.S. is itseif 

a net importer of the products in question. In general, Bermuda's propensity to 
import from the U.S. whatever we are prepared to export at a competitive price 
remains as high as ever and our share of the market held up well through 1970 FY, 
the latest year for which a breakdown of imports is available. The 1970 US share 
was 44.9% of the corrected Bermuda Customs figures, compared to 47. 8% in 1966 and 
43.4% in 1969. Of the U.S. loss of 3% over the four-year span, 1966-1970, 1% went 
to the U.K. (probably due to the U.K.'s 1967 devaluation) and 2% to Canada. 
Canada's slowly but steadily increasing share is understandable in light of her 
producing many items which are virtually indistinguishable from the US variety, and 
of her 14% Commonwealth concession on Bermuda Customs Duty for most items (the 
effective general rate for the Commonwealth is 16 1/2% ad valorem against 19 1/4% 
for the U.S, and other non-Commonwealth countries). 


Bermuda in September 1971 elected to keep its currency pegged to the pound sterling. 
Thus the decreased value of the U.S. dollar relative to the Bermuda dollar(4% less 

in October, 7% in December, 9% in January, 1972, and 10% in March) should keep 

our market share from any further fall. However, Bermuda's buying habits are the 
result of many years of experience in filling quite specific needs -- individual Bermuda 
importers have often dealt with the same foreign suppliers for over a generation, 

for example -- so it would be unrealistic to expect the change in the relative value of 
the U.S. dollar to have any large positive effect on our traditional market share, 
particularly since there is no price-control on U.S. exports. 


Indeed, one of the most striking facts to emerge from a year-to-year comparison 

of market shares here is their remarkable stability. The first three suppliers (U.S., 
U.K. , Canada, in that order) supplied 78. 1% of Bermuda's imports in 1966 and 78.4% 

in 1970. The next fourteen suppliers combined (which for both years comprised the 
same countries, Dutch West Indies,Germany, France, New Zealand, Netherlands, 
Venezuela, Denmark, Japan, Italy, Jamaica, Hongkong, Bahamas, Switzerland, Belgium) 
provided almost exactly 19% of Bermuda's imports in 1966 and also in 1970. Further- 
more there appear to be no significant trends in the year-to-year changes in market 
shares for any of these fourteen countries over the period reviewed. 


Of course, this overall stability masks considerable changes in individual items, 
and sometimes extreme changes in the share held by any one manufacturer. It 








remains true that an individual supplier needs to cultivate its Bermuda customers 
carefully to keep them; and that with adequate effort a U.S. firm with something new 
to sell (Xerox, IBM, Kentucky Fried Chicken, MacDonald's, to name a few examples) 
can create a new market here despite the overall stability of Bermuda's imports. 


The breadth of the Bermuda market for U.S. products is another outstanding 
characteristic. There is no significant local manufacturing, and even Bermuda's 
agriculture and fisheries produce a declining percentage of the country's needs. 
Thus there is a market for every product needed by an almost totally service- 
oriented economy. Further, although precise income statistics are not available, 
it is an economy where wages for skilled and even semi-skilled labor, and 
salaries for minimally experienced clerical personnel, now typically exceed 
$5000 per year. Thus Bermuda must be differentiated from the Caribbean area 
as to the quality and price-range of items exported here. 


Those segments of the U.S. business community which have taken the trouble 

to cultivate their Bermuda customers successfully -- either here or during Bermudians 
regular and frequent buying trips to the United States -- are to be congratulated for 
maintaining our share of the Bermudian market. The current outlook indicates 

that the same type of effort will be equally rewarding in the future. 





U.S. SHARE OF BERMUDA MARKET (EXHIBIT 2) 


Breakdown by SIC 2-figure Code (1) 


Bermuda Fiscal Year 1970 (April 1, 1970 - March 31, 1971). All values 
in Million U.S. $. Rate of exchange : U.S.$1.00 = B. $1.00. 


ITEMS IMPORTED FROM U.S, 


ITEM MAJOR SIC VALUE Ce 
CODE IMPORTS TOTAL FROM OF TOTAL 
FROM US ALL COUNTRIES IMPORTS 
FOOD 20 10. 46 23. 36 45% 
TEXTILES & CLOTHING 23 5.51 12.83 43% 
MACHINERY, ELECTRICAL, 

AND RELATED PRODUCTS 36 4.69 8.61 54% 
MACHINERY 35 4.55 6.01 76% 
CHEMICALS 28 3.22 5, 78 56% 
METAL MANUFACTURES 34 2. 54 5.44 47% 
TRANSPORT EQUIPMENT 37 1, 82 6. 86 26% 
PAPER & PAPER PRODUCTS 26 1. 66 3.19 52% 
MISC, MANUFACTURES 39 1.62 3.45 47% 
FURNITURE 25 1. 35 3.16 43% 
WOOD & WOOD PRODUCTS 24 1. 34 2.53 53% 
INSTRUMENTS, ETC 38 1, 02 1.97 52% 
NON METALLIC MINERALS 32 1.00 3.50 29% 


AND PRODUCTS 
ALL OTHERS - 3.93 12.91 30% 


(See next page for footnotes) 
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SOURCE: GOB Report of Imports TOTALS $ 44.71 $99.60 44.9% 
& Exports, 1970 


Note l. 


Note 2. 


Analysis has been made of 390 Bermuda Customs Classifications 

(99.5% of all recorded imports by value). Each Bermuda Sub-Division 
(first 3 digits of Bermuda classification system) has been assigned to 
preponderant SIC 2-digit code of component items. More precise 
assignments to SIC equivalents not attempted because (1) many individual 
Bermuda classifications based on use rather than process of manufacture 
and contain up to three SIC codes and (2) more precise breakdown 

would not significantly alter rank order of items by value or by percentage 
of total imports. 


U.S. total of $44.71 million and total of $99.6 million for all imports 
are corrected from GOB's "Report of the Customs Imports and Exports" 
1970-71, which contained two large errors in Bermuda classification 
33226, kerosene (including jet fuel). 





73 Country Series reports, 75¢ each ® 1,109 Commodity Series reports, 10¢ each 
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